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dlliaiALt. It is not liksly that Q/kS loachii^ry ■will be used in conaeotion 
with tine problesa of Latin Ai!!erJ,can mtorial assistance in Konm (p« 2) , 

HCKTHHKM MUSAt Cuba’s ©conon^ has been s-treagtiiened by the increased 
sugar dmand z-estiltirtg from tdi© Korean situation (p„ 2), 

CENTRA,! AKMj Brasil^ -whicli had oontejnplated sliipaaent of ata:^t©gic 
■quart® crystals to CsechosloyaldLas trell. be deterred frosi this sale., 
despite tb© lack of basic agreements nsJilch sd-ght protect US interests 
in siich cases (p« 2)^ 

SOUIHERK ARMj Boliyia’s efficiency as a producer of petroleum n'sill be 
s-uljstantlally improved if, as is planned, a US fir® is called to loanag© 
oil operations (p, 2),. 
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ie OSNERAL* QAS CoHeotiiTB Action Regarding Korea 

flia i^enC’SGile^ s feat In’tin Aoertcan responses 

to the UM request of llj July for material assistance In Ktorea bo eor- 
ordinated through the C5&S is not likely to be followed at this tijae 
since the US and sojae of the other Aiaerican republics feel that QAS 
collective action at tMs stage would only dsl^ Blatters fuurther. 

Should the international situation be aggravated, however, 
it is possible that a suggestion from one or more countries for a 
iBBeting of Foreign Ministers of the QAS to consider Hemiei^re inter- 
ests wotiLd receive general acceptance by Latin Azterican govenunentSe 

2„ CUBA* Incg^sed D^nd for Sugar Strengthens Mtlre Scono^ 

ETlimreaseS'^EiSSrToi^su^rT^teSel^lng’ai’X'resiHt of the 
Korean situation, has had a favorable effect <ai Cuba’s economic 
prospects In general. As sugar is the mainspring of the econcay, 
the US purchase of an additional 600,000 tons on ii. August — ' coaor 
bined with increasing demands by otter usei’s has besm felt in 
©very phase of Ihe econony. Prior to the outbreak of hostilities in 
Korea, it had appeared that there would be a large carxy-over of un- 
sold sugar from the 1950 harvest, and this fact tended to darken 
future prospects. All this has been changed since 25 June 1^0 and 
boom conditi<ms have been reestablished. It is true that conccroitant 
boom effects stich as higher prf,ces and tsaporaxy scarcities of to^rted 
goods teve also made their appeairance, but this is less ii^sortant than 
the clanged sugar situation, Soth ecanoHdc and political stability 
will be favorable affected as the Prio administration will be saved 
from several difficult problems of its own making and can count on 
sufficient incoms to cover its imnaediate obligations, 

3* BRASIL* Government May Refuse Qu artz Sales to C^choslo vakla 

Mis Snazilian goveriS0nFln^n!lS1T^'ljrS^nced*^^nfe aroral 
pressure to prevent the contemplated shipment of 600 kilos of quartz 
crystals to Czechoslovakia, Representatives from that covintay re- 
portedly have been active recently in attempts to purchase lai^e 
quantities of Brazilian quai‘tz, presumably for transhipment to the 
USSR, That vi tally strategic mineral ranks high among the ISSR’s 
needs of essential materials — as it does for the US, 

This negotiated purchase ly Czechoslovakia points up the 
lack of a basic agreement with Brazil (or with any Latin Americaa 
nation) for the denial of strategic siaterials of value to the Soviet 
war effort. 

4. BOLIVIA t Possible Uten^ment of Government Petro leum. A jpiraey ly IB 

■un.mjrrn]rLitr'~^i.n — iL~iiiRmTnTTrr-r-m~i — t- r- - • -m — nni— nri ttr-wiin-arm i-' • i — i — *rr^— • ■ ™ ~ ’ —• -■ r 

Resident Urriolagoitia *s approval of a US proposal that 
the government petroleum agency (IPFB) engage a US firm to manage 
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its opsiations may lead to tie implenentation of this plan, nhich 
wortLd iricrekii^o lIFB’s and frxrtiier tiie dbTOlopxaBnt of 

Bolivian's s\A)stantiai. iretjr'oleiuin rc-oources. The plan represents a 
new appfoach to the omtenfcioms siisject of foreign control of d^r- 
Esestie in tmt tins US oaq^erts, rjho in fact vdll 00a trc:*!- 

actnal operation of 'iVi'Bg »Till be presotited to tiie public as caily 
advisors or consultants. As YPFB has experienced financial and 
production difficulties tituring recent iiK>nths, njanageEJcnt o£ Its 
operations a US firm 'W)uld contxl,bute to the early attadnwTni 
of self-'BTifi’icienoj' iii, 'fse-:irly all petrolei® prodvAtx.& xiith oorsa' -*'- 
benefit to the Bolivian econoincf„ 
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Sitnatian Umorandum 51^^ 



(SanBMsrv ^ Tte (Salvea administration maairBS stdsls despite 
*mc«rtalrities regarding the president's healths, The eeonooic! 
situation is relativeljr fsvorablso Honduras ressains singtr- 
larly f^ee of ooBBmffiist activltyo The eoxrent situation of 
the military eatablishiaent Is not knoim« Fsriendly relations 
are ttmdntain«i with neighbcirlng oountries s 

Itothing in the current situation importantly modi- 
fies long-standing adrantmges for OS security interests 
deriving from Hesriuras* thorau^’^oing support of the CB and 
Hemlaidiere unity.;.) 
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Rcauiura* dturing tiie past six mtanths. 





rroaxaemi i^cwano# wno aJUio serves as Minister of Interitw* and Ml 

Able ?lce 
niatar of 
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being fomrarried of Galvei « proposed trip to the US and remains the most 25X6 

salutary and constructive influence | | 

I I«saao% order discouraging political activStias rrior to tiwt official 
opening of the 1954 genial elections {■las hindered but ■^tot altogether estopped 
the first atieBqots of the oppcsitioe L3l»«ral Farty to reorganise itself after 
it* lamentable perfcotiance in the 2946 campaign t»© nee Liberal leaders# 

Flores and McaeOee* appear cftpcble of resuscitating the aoe aoribuad Party to 
th® point idiere it sill alm^t as8ured.ly be & stgniflcent political force by 
1954“ Ihlle t?ie elate of Galvca® healtJi and the concomitant queetloKs of his 
leaving the country crtsate a certain degree of uncertainty# the lack of affec- 
tiv» otiposition to the fapesent admlnistiation suggests continuing political 
staMlity in Rcnduras far at least the neat sir maothSo 
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Ecoractfflic activity remii^ at a satisfactory level » Banana exports for’ 
ih# first tiure* laortths of 1950 totalled amion stems aid equalled ship“ 
mmntm fm- the coeresporkll^ 1949 quarter. Overall expenditures of the fTolt 
are earrivrWy 1.3g& loBNRr than last year because of « p«£S«»anml 
2w3.*2©tlt»i»! Tills resulted from the oosQ^niss^ eompletliiXfi of a post-war 

<?«KWtruc<:ioti i^'ocram# And the present labor force of more than 3l0#(X)0 will be 
KslataSiied or slightly augcicnted. The fruit corApanles are still spendijng awmt 
¥5 millloK quarterly in Hosadaras# and the country has ample dollar eaKihanf»« 
r«r te|K»t requirements « 1949/50 coffee shipments will probably «xee<?d V o*» 
mllliett ptxmds the B mlllimx pounds shipped in 1946/49* and prevaillni:; hd# 

will swell the Incomes of nteaeroue small farmers « Ctormaaent rewtoagia 
have shown a ccRvaistent upward trend in the post several years, are 
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There have l^een & nuBiber of signifleant de'relcpaents in cirll aviatioa^ 

The aodora notional alrpart reccBitly opened at Tonccntins eoniplete with pm-^ 
Monger facilities and offices for dociestic Internal and Intestraaticrnffil airlines 
serving feguoigalpa=, will benefit the tw^lst iiaittstry- 1 new deesestlc air 
freight line« AIEISA,, has established ^ with Joe Silvertliome as manager 
and with the financial backing of pi?<anlacnt government officials v. ANHSA has 
received goveriaBent assistance In vorlou* ^mys including a lucrative contract 
for carrying airua.t«diente .. a liquoi* prt^uced under govamment monopoly Silver- 
thome had a hand in drafting the new evlatioea law» which contains provisions 
decidedly adverse to the interests of the established intermi aiz‘linea» TACA 
and the Pan-” American ASrwayw affiliate » SAHSA^ If these ja^ovislons ere strictly 
enforced TACA and SAlESAj, whose margin of profit is elim# might be driven out 
of business 9 an eventuality that would impair the alrea^ inadequate transporta - 
tion system of tiie country- 

The establislmiient on 1 July of a govemment cwmed Central Bank and a 
Develapa^Rt Bank irider 'the atsipleee of the International Kmetary Fhi^ my 
ultimately prove an important .factor in the economic developsaent of the country-' 
The -ZmlitBl Banks which will act jpiter as the govswxmnt^e flscsel agent* -t 
exchange <?ontroI authority and bank superviaoc'f is intended to provide a more 
flaxlbl* .atmetary system and to regulate tl-e «i*penel<MS of credit* which at preS"* 
ent is rather uisretponslv© to the needs of the coemtry . The JDevalcpiaent Ba»ik 
was emated as a source of cj^esilt bxA Investment f*nsds In areas not reached 
by pErlvate^ banks „ most notably to tiie a^ieulturel field* axid also to provide 
afixiliary asafrioso such as toci'initaial advice and. eKptaimental ataticaaa- The ini"* 
tlal capi tal of the Central Bank is $250 >.000 atid that of the DervelOTB^rt Bank 
l-^SOilXJOs, tine latter to be increased animal ly at the rata of about 1700*000 from 
t«j»i earmrked foir the purpose# * Pfhiie it is true that these Instlttjtl.on® «r# 
istasiing out tm a S’limll scale sad that i/titial <g.ieretl<3S!B wl.O. be hiaaaporsd, by 
tlie lack of qualified porBcair»el- end jsaloiiiaies of #j»eial groups (, 0/XA believes 
that in time they will contribute ffi.odestX? and peerhap?! even a^ignlflcaKtly to 
econesmio advancement- 


11 . 1 * ijar® caoinTeealiaaai eosmiseitan that dr'aftod the new banklrig: legislation 
i» elaa studying revisloti of the revenue system with a rlew to makine It mors 
productive and. efficient ^ llie coranisslon'^s atudissa .so far have lied to 'the .levy’-- 
feg adoid'Im of aji tax whioi^i in the fiscal year oIosa<i 30 June 1950® 

is ositltsoted to have ylsMed $3 Eil.lioK, of addltlcmal revenue* at least half of' 
which ws».« iYcsi; Hie ft'u.t'fc cismpanies.^ thi« levy cEsrompts a great majarlty of 
pt?piilj.ition bojtj, m «3Cps3rl.erMee is galt^sd* will pv^oliably be extended to and 

Ifjawr ine.om »!^oupes caid make pioesalble greater public eacpsiKdttiire® tar semoDde 
l"veii3peD‘i?!t’< Mditiosuai IC' acEpwei:-^ to eliktsistu at loa»t som at 

th^j iacceiis5i3tenci«® axd amrly bimiemotao reatiires of ti^e presejit eaUsic- 

ti.‘arj aiyat^sg tahleh hinder’ teadc- rmd^ .to uertnln tostancess have even resiiltM in 

|f\-Rfasu6ta*9i'*t ruvtev.iuea-. 


Itjeadaraa ramalnis slngulsrlT &e© «if eoeanunJLst activity-;, file tialy 
jilembht ia .the . 

a gremp of 
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banana reglono The PWffl has printed nunerous attacks on the fSrult ooDpanles 
funds and propaganda from Guatemala and Maxicoo It is also bellevad to 
^ xninor sabotage against ftniit coopany pr<^»erti«i» i^4fi 
^itetion has st irred soete unrest aiaoog the workers, and It appears likely 
that the gomroaont will not tolerate tl^ese disruptive activities nudi longero 


iUIitiacg 

^ ^ resldwit OS Army Attache last year, no signi- 

ficant developsents affecting the military establisfanent liave beeoi reporfcado 

aitematloMft!!! 

continues i, at least Sttperflclally, cordial relations with its 
^ ie^^owlng the OS lead In most International matters « Relations 
with Guatemala, irtiieh wore aouething less tlian frigidly arourd the teem of 
the year because of the alleged mistreatment of the Honduran fs«®tball team 
to ^tamala, have recently Is^provad.. This improvemant is attri butable at 
laa^, to j^rt to Guatemala®® co-operation to disbanding a small group of armed 
R^uran disaldeata operating along the border and the exception^ virtuosity 
^7® Guatemalan national which had been sent to play at the ouentos 

SCJllflBic)- Hond.iras^^ 

?iet Ham short-ly after the US did so, has ratified the charter of the 
wganisaticn of the American States and has indicated its aOTroval of the 
US-OT positlco on Korea. The TJS Is assured of tJ^e continui^ co-operation 
of the government and a great mjorlty of Hondurans to most totomaticraal 
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Tha Carrent. 

fi^wwMwyy — lajprovenKmt to gcrjrernaeiit BtabiUty exmtltmea* The 
oeonccAie eitoation coaattoues to be unfavcsrable* The 0oveinMKaxt*8 
antl-Coemutilst eanipalgn has been Intensified* The Rto Treaty was 
ratified but popular opposition vill preclude the sending of 
Arg^ttoe troops to Korea* 

CS security totorests are favored by ratification of 
the Bio Treaty and by oontiimtog toprovenent to atabilllgrt tut 
ere unfavorably affected by Argentina's reaction to the Korean 
crisis vhioh occasions cussiderable doubt as to the avaiiabUily 
of Argentine sdlitary support to the future*) 


The moderate inp*ovement to govemumt stability Wlc3y» 23 I3ay 50) 

h a s ccs^ttoued as the Korean crisis has led to antidpehiion betterment to 
the ecanoBdo situation through espaj^ien of acxports?. and as the adainiatratlon 
position has ingspoved to relation to labor and ttie opposition* Althou^ 

Pain's apparent retreat on the qu^tioo of aid to Korea (see totemational) 
demonstrate sane Unitation on his aMlity to lead the mticaif 

his prompt return to the "Third Position” appears to have reunited his sup- 
port* During recent raoni^ government also inproved its Imniedtote position 
by ATi dl yig the protr acted pcrturorkws strike Shidi had posed a threat to econcmle 
reeorory ' ' " 

relatlvt^ 
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J Wl^t 25 jul 50)* It also succeeded to vmdntatoing a 

dene© of strllces but only at the owt of sid»tantially larger 
increases in wages which can be expected to add to Inflationary pressures* 

There are todloaticns that the Comaunlsts nay sipilficantly aggravate this 
prSt^Lsn of the wage spiral (see StbEV^slro)* The Peronlsta campaign to elimi- 
nate the Badioal c^osition party was fuidhetod by the resignation of half of 
the Badical deputies in protest agatost the Perfin 1949 revision of «ie Coosti* 
tuticn and_hy.a cleavage to Hadioal ranks cm the issue of ratification of the 
Bio Pact* I lestlmteG that during the nedst tlu?ee months the Peron adminis- 
tration will emtixme to strenghten its position by capitalising on growing 
optimisiB regarding prospects for economic improvem<Mit and by ft yther develoi^ng 


its coirparate-state-type or^ntoation of the Argentine sodlety ^ ^Wklyp 27 Jun 50). 
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The economic situation remains unfavorable despite an increase to eocp«Erts 
and despite favorable developments to Argentina's totematl^ial eocnomio 
relations* 


Among these favorable developments is an improvement to Aj^:enttoa*s basr- 
gatotog position stoning from mare competitive price policies and increased 
efforts to revitalize trade and ftoanclal relations with other countries* The 
hon^smoou to IB "Argentine economic relations continued with dlscuesions under- 
way relating to the use of the Badmbank loan, with an agreement for reciprocal 
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exeoptloQ at laema tax m transportatioQ eonpaniesi and with the lioportetion 
Into Argmtlsa of dollar oil under the one-jrear agreements negotiated in anti- 
eipation of the loan* Ilegotlatioais with Ueet&m European oountriea offer 
prospeots for laprcrraisent in Argentine's trade and financial position* An 
agrekaent with Western for the exchange of agrioultux^ products for 

loaChinery and manufactured gc^ (U5$124 million each way) anranges for trade 
that should prove highly b^ficial to the Argentine economy* A new trade 
agreesaent with dsitaerland includes prcnrlsion for resumption at finanoial 
transfers and may set a precedent for agreements that Az^gentina Is negotiating 
with other eountries Ineluding Franoof Belgium* Italy* and Sweden* Although 
negotiations with the tJK have degeneirated to a stalemate over a new meat pi^oe 
and meat shipments have been suspended* this imp ose l argely refloats an im- 
provement in Aj^eatina*s bargaining poeitim OSeol IWk!^* 18 Jul 50)* 


However* these favorable developments have not been sufficient to counter- 
act the fundamental disaquillbrlma in the econooQr* laflationary pressures 
persist with nonetary expansion oontlnuing* goods in short supyply* renewal 
of wage inereases and relatively low levels of productivity* Furthermore* 
an anticipated increase of 16 percent in federal eagpendltuzes for 1951* as 
well as an indioated liberalleation of private credit — particularly to agri- 
eulture — will further the course of inflation in the shcarfc run* 


25X1 


Although certain benefits shoild result from continued government's efforts 
toward eoanomlo reform and toward improved economio relations with other ooun- 
tri^* no fundamental change in the unfavorable eoonooio situation can be ex- 
pected dusking the next fsw months* 


Mlililittftn 

Recent statements by the Argentine Minister of Defense and the Chief of 
Staff of Coordination for the Arz^ Foroes ^indicate that the azned forces 
supported and aK«?oved action talcen hy Perm in recommending ratification of 
the Rio Treaty and in Issuing instructions to the Argentine UN representative 
to approve the action of the IB in Korea* Support cf the tS position on this 
issue is in line wl'Ui other evidence of a oontlnuing favorable dispc^ition of 
the Argentine Armed Forces toward the tB. This evidence includes: expressions 
by defense leaders of a desire to adjust to Hemisphere plans for military co- 
operation; reorgaxdsation of the top oommand along lines of the IB unification 
plan; purchases — actual and requested — at IB equipment; and visits of hi^ 
defense officials to the US. Thou^ technical reorientation of "ttie Argentine 
army in the direotlcn of IB doctrines and equipment has only begun* it is prob- 
able that the Argentine army* excluding certain extreme nationalist army ele- 
ments* would favor alignment with the IB in the event of US-IBSR hostilities* 




Althou^ a bill to outlaw the Communist P^y was withdramif evidently 
in deference to Third Position poli:^* the Pearan administration noticeably 
intensified its campaign against Communist activity* Polloe cracked down on 
numerous demonstrations against Argentine participation in Korea; Police 
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Sitimtioa nemarandus 52-30 


Chief Besjtollo pu!x 
«Pcace" riotitions; 


vinn- Krainat being duped 'Into slgntrij 


bf loyal jParotilBtas* in attaiinrtg 


bie CcrTiUiilsts have succseded^ Ir. tli© goi.se 
second lox'-el leadei^hir.' hi sovers-l CGT 
4jid havo efTactivoly jxrcimilod on the ranlc and filo to respond to a 
liechnitii^ called *’?oron pliis oiic** (f/li;?!! liJie ^-CT unxesn donand.^ a tea peso iJi- 


creese 14 Cornunists donand sloven; 


' ■ ■ ■ ■ . . ' ■ 1; .. . • r 

Thoira’fcxfxcatio®! oif the Rio Treat j cd 2 G Jtme 155/ tho Argent tee Chanbor 
4 f Be-outios is til© Ebst important Argentine eoritribxitidttt to He!Es|!here itoll“' 
derity since World War II» but "grass roots" roact-im to the Korean crisis 
irlll ptrc^bly provent direct ailitars’- support of the UR action.. S‘?t}lOu^[^ 
the adainistratlcau early Intlmtod that troop® might lae sent to K^■ 7 r 0 a it 
soon .Jtecjfled, to retreat to 0 Third Position st.-M In which "tlie pbbple will ; 
decide" * ■ Tho vigor of tlie adverse reaction anong CaiTiunistSs ilntlonaliat 
' i4iolati<4.1sts awl Pfxronistas as viell^ which led the administration to re~" ■"*; 
treat* indicated tiitt ?er 6 n%'^ Incessant , pregw-ganda. appeals to Iso^tetifmlst 
sentimoni has nurtsnrod jaiblic attitudes which will nnhe it vary dli_lcu^t 
for the j^ofnnent to onploy tnilltray .for coo :lj.-itAjrTjr.tior)alJ.jf tiniest Ar^syitim 
securityTis clscrl:.'' involved T ?ercin*s revival of the ABC (Arpentter,, UT-a?!.!.'.; 
Chile) '' i^loc tlicne ,tn th^i centoxt of M-ion to resist foreign te|Hfriol 5 ,sn,. a-' 
well as. Ills cctfKioalnp of ti-o Pcroni.sta ivt-'cs bntervontim fer Vargas 
candMaclr in Br&slI,'’V/.idanced e now assortivesrioss' te'tetcnnmtiotfeJ rc-la^^^ 
.after a Corssideral'lo |>ericid of relative ciuieaconco^> It is ^ulte liLkely tai-.v^ 
tixis .intioosed activity in rebition to neighbotriag countries is evidence; that 
Perm oofaslders this period when wcrld hostilities nay bo Iwnihont ■»■=- .a ; 
good mo te ;tiiich to Iry tho grourKiomh for t!io (fortenslon cf Argentine 
Influenoba 
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